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BALANCE OF TRADE IN CONVERTIBLE CURRENCIES, ALREADY 
EVIDENT FROM MID-YEAR FIGURES (REFTEL), CONTINUED INTO 
THIRD QUARTER. IMPORTS FROM THE DEVELOPED WEST IN 1977 
MAY BE BELOW THE 1976 FIGURE IF PRESENT TRENDS 
CONTINUE. WHEREAS SOVIET EXPORTS TO WESTERN DEVELOPED 
COUNTRIES INCREASED BY 1 1.2 PERCENT IN THE FIRST 
NINE MONTHS OF 1977, IMPORTS DECREASED BY 
8.5 PERCENT. THE SOVIETS ACTUALLY ACHIEVED SMALL POSITIVE 
BALANCE (R133 MILLION OF $186.7 MILLION) IN CONVERTIBLE 
CURRENCY TRADE IN THIRD QUARTER. THUS THEIR CONVERTIBLE 
CURRENCY DEFICIT FOR THIS YEAR NOW STANDS AT R 1,886.4 
MILLION ($2647.6 MILLION). AMONG MAJOR WESTERN 
DEVELOPED TRADE PARTNERS, ONLY JAPAN, ITALY AND FRANCE 
INCREASED THEIR EXPORTS TO THE USSR AND THE PERCENTAGE 
FIGURES ARE RESPECTIVELY 16.2, 3.9 AND 2.2. THUS ONLY 
JAPAN SO FAR HAS SEEMED ABLE TO CONTINUE A HIGH RATE OF 
INCREASE IN EXPORTS TO THE SOVIET UNION. SOVIET TRADE 
WITH THE "SOCIALIST" COUNTRIES HAS GROWN AT A MORE 
RAPID RATE THAN SOVIET FOREIGN TRADE IN GENERAL, 

17.7 PERCENT COMPARED TO 12.9 PERCENT. AND THE 
RATE WITH CEMA COUNTRIES IS EVEN HIGHER-18.5 
PERCENT. A NUMBER OF THESE COUNTRIES HAVE RUN UP 
A CONSIDERABLE DEFICIT IN THEIR TRADE WITH THE 
USSR: THE DDR (R391MI MILLION), POLAND (R293.1 MILLION) 

AND CZECHOSLOVAKIA (R197.5 MILLION). ONLY ROMANIA 
AND CUBA HAD SURPLUSES WITH THE SOVIETS. THERE MAY, 
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HOWEVER, BE CERTAIN INVISIBLE TRANSACTIONS WHICH 
MITIGATE THESE LARGE TRADE DEFICITS. THE SOVIETS 
ARE THUS PROGRESSING TOWARD A STATED GOAL OF A 
61 PERCENT SHARE FOR "SOCIALIST" COUNTRIES BY 1980. IF THE 
SOVIETS CONTINUE TO HOLD DOWN IMPORTS FROM THE WEST, SOME 
10TH FIVE-YEAR PLAN GOALS MAY SUFFER. END SUMMARY. 
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MILLION RUBLES, WHEREAS IMPORTS ADVANCED ONLY 
6.1 PERCENT TO 23,047.9 MILLION RUBLES. EXPORTS TO 
COMMUNIST COUNTRIES WERE UP 19.4 PERCENT TO 14,122.4 
MILLION RUBLES, WITH IMPORTS UP 16.0 PERCENT TO 13,107.5 
MILLION. EXPORTS TO THE INDUSTRIAL WEST INCREASED 

I I. 2 PERCENT TO 6,396.4 MILLION RUBLES, WHILE IMPORTS 
DECREASED 8.5 PERCENT TO 7,568.1 MILLION. EXPORTS TO THE 
LDC'S SOARED BY 44.1 PERCENT TO 3,750.7 MILLION RUBLES, 
WHEREAS IMPORTS INCREASED MORE SLOWLY (10.6 PERCENT) TO 
2,372 MILLION. IN FIRST NINE MONTHS 

OF 1977 THE USSR MANAGED TO DECREASE ITS HARD-CURRENCY 
TRADE DEFICIT BY 

APPROXIMATELY 133 MILLION RUBLES ($186.67 

MILLION AT CURRENT OFFICIAL EXCHANGE RATE OF 1R EQUALS 
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$1.40351). BY OUR CALCULATIONS (SOVIET STATISTICS 
DO NOT BREAK OUT TRADE BY HARD-CURRENCY TRADE PARTNERS). 
AT THE END OF NINE MONTHS THE HARD-CURRENCY TRADE DEFICIT 
STOOD AT R1 .886.4 MILLION ($2647.6 MILLION) COMPARED TO 
R2019.9 MILLION AT THE END OF 6 MONTHS. 

2. FOR MAIOR WESTERN TRADING PARTNERS, THE FOLLOWING 
ARE THE PERCENTAGE CHANGES FOR SOVIET EXPORTS AND 
IMPORTS IN THE FIRST NINE MONTHS OF 1976 
RESPECTIVELY: UK -PLUS11.5 AND -14.4; ITALY - 

PLUS PLUS 1.5 AND PLUS PLUS 3.9; FRG -5.5 -,$ -6.7; AND -6.2 
AND PLUS 2.2; IAPAN PLUS 31.2 AND PLUS 16.2; CANADA PLUS 24.1 
AND - 40.7; USA PLUS 42.9 AND -39.1. 

3. SOVIET TRADE WITH "SOCIALIST" COUNTRIES HAS 
GROWN FASTER (17.7 PERCENT) THAN TOTAL TRADE TURNOVER 
(12.9 PERCENT). ALTHOUGH TRADE WITH DEVELOPING 
COMMUNIST COUNTRIES SUCH AS VIETNAM AND NORTH 

KOREA HAS BEEN RAPID (PLUS 44.6 PERCENT AND PLUS 21 PERCENT, 
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RESPECTIVELY), TRADE WITH THE PRC WAS DOWN 
CONSIDERABLY. (TURNOVER AT R1245 MILLION IS DOWN 
36.2 PERCENT AND SOVIET EXPORTS AT R61.1 MILLION 
DOWN 45.9 PERCENT.) TRADE WITH CEMA MEMBER 
COUNTRIES IS UP 18.5 PERCENT, WITH AN ESPECIALLY 
STRONG INCREASE IN SOVIET EXPORTS (20.2 PERCENT). 

THIS HAS LED TO A SOVIET SURPLUS WITH THESE COUNTRIES 
OF R804W MILLION COMPARED TO ONLY R323. 1 MILLION 
AT THIS TIME LAST YEAR. THE BIGGEST SURPLUSES ARE 
WITH THE GDR (R391.8 MILLION), POLAND (R293.1 MILLION) 

AND CZECHOSLOVAKIA (R197.5 MILLION). AS LAST 
YEAR, THE USSR WAS IN A DEFICIT POSITION WITH ROMANIA 
(R83.6 MILLION) AND CUBA (R573.2 MILLION). 

4. ALTHOUGH THE LARGEST INCREASE OCCURRED WITH 
THE LDC'S, THE BASE IS MUCH LOWER THAN IN THE CASE 
OF THE OTHER COUNTRY GROUPS. EXPORTS TO LDC'S 
INCREASED BY 44.1 PERCENT AND IMPORTS BY 10.6 
PERCENT. THIS LED TO A SOVIET SURPLUS OF 

R1378.4 MILLION IN THE FIRST 9 MONTHS OF THIS 
YEAR COMPARED TO R458 MILLION FOR THE SAME PERIOD 
LAST YEAR. THE COUNTRIES WHERE TRADE, AND IN MOST 
CASES ESPECIALLY EXPORTS, INCREASED MOST RAPIDLY 
ARE INDIA (TURNOVER UP 36.3 PERCENT), IRAN (TURNOVER 
UP 53 PERCENT AND SOVIET EXPORTS 73 PERCENT), MALAYSIA 
(TURNOVER UP 55.8 PERCENT BUT MOSTLY SOVIET IMPORTS), 

THE PHILIPPINES (TURNOVER UP 51.2 PERCENT, AGAIN SOVIET 
IMPORTS). END UNCLASSIFIED. 
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DEFICIT WITH THE WESTERN DEVELOPED COUNTRIES. THE 
SOVIETS HAVE MADE, NOT ALWAYS SUCCESSFULLY, AN 
EFFORT TO INCREASE EXPORTS WHILE HOLDING DOWN 
OR REDUCING IMPORTS. NEVERTHELESS, THERE IS A 
QUESTION AS TO HOW FAR ONE CAN RELY ON SOVIET 
STATISTICS. THIS YEAR THE USUAL PROBLEM IN RE- 
CONCILING SOVIET AND WESTERN STATISTICS HAS SEEMED 
EVEN GREATER THAN NORMAL. FOR EXAMPLE, THE ITALIAN 
EMBASSY CITES ITALIAN STATISTICS SHOWING AN 
INCREASE OF 35 PERCENT IN ITALIAN EXPORTS TO THE 
USSR IN THE FIRST 9 MONTHS OF 1977, WHEREAS SOVIET 
STATISTICS SHOW AN INCREASE OF ONLY 3.9 PERCENT. 

THE GAP SEEMS TOO LARGE TO BE EXPLAINED BY FLUCTUATIONS 
IN EXCHANGE RATES AND DIFFERENCES BETWEEN DEPARTURE 
AND ARRIVAL. THE FRENCH HAVE ALSO COMPLAINED OF 
THE SAME PHENOMENON. WE CANNOT EXPLAIN THIS DISCRE- 
PANCY WHICH SOME ATTRIBUTE TO A DELIBERATE SOVIET 
EFFORT TO SUPRESS THE REAL FIGURES ON HARD CURRENCY 
IMPORTS. 

6. NEXT TO THE APPARENTLY SUCCESSFUL SOVIET 
ATTEMPT TO REDUCE ITS TRADE DEFICIT WITH WESTERN 
DEVELOPED COUNTRIES, THE MOST INTERESTING FIGURE 
TO EMERGE FROM THESE STATISTICS IS THE SIGNIFICANT 
INCREASE IN THE SOVIET SURPLUS WITH ITS CEMA 
PARTNERS. THE EXTENT TO WHICH THIS IS ACCOUNTED 
FOR BY INTRA-CEMA PRICE INCREASES, ESPECIALLY 
ON RAW MATERIALS, REMAINS A QUESTION. NEVERTHE- 
LESS. IT SEEMS THAT FOR THE TIME BEING THE USSR IS 
WILLING TO SEE MOST OF ITS CEMA PARTNERS CONTINUE 
TO RUN SIGNIFICANT DEFICITS (THESE MAY BE MITIGATED 
TO SOME EXTENT BY EAST EUROPEAN INVISIBLES 
EARNINGS). WHILE THIS MAY PERMIT THESE COUNTRIES 
LIMITED OFFICIAL USE 
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TO CONCENTRATE MORE ON THE PROBLEMS CAUSED BY 
DIFFICULTIES IN THEIR DOMESTIC ECONOMIES AND 
BY THEIR DEBTS TO WESTERN DEVELOPED COUNTRIES, 

THE STATISTICS DEMONSTRATE SOME SUCCESS IN THE 
SOVIET GOAL OF INCREASING THE SHARE OF THE ' SOCIALIST" 

COUNTRIES IN THE SOVIET UNION S TRADE. IN THE 
FIRST NINE MONTHS OF THIS YEAR THAT SHARE WAS 
57.6 PERCENT COMPARED WITH 55.6 PERCENT FOR ALL OF 
1976. THE GOAL FOR 1978, JUST ANNOUNCED, IS 
59 PERCENT AND THE GOAL FOR 1980 IS 61 PERCENT. 

THIS YEAR'S INCREASE IN THAT SHARE WAS ACHIEVED 
NOT ONLY THROUGH HIGH GROWTH RATES IN TRADE WITH 
THESE COUNTRIES, BUT ALSO THROUGH THE STAGNATION 
IN TRADE WITH WESTERN DEVELOPED COUNTRIES 
(WHOSE SHARE DROPPED FROM 32.9 TO 29.5 PERCENT). 
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IF THE SOVIETS ARE TO ACHIEVE THE GOALS OF THE 
10TH FIVE YEAR PLAN, THEY MAY NOT BE ABLE TO CON- 
TINUE TO HOLD DOWN IMPORTS FROM WESTERN DEVELOPED 
COUNTRIES TO THE SAME EXTENT AS THEY APPARENTLY 
DID THIS YEAR. AND, OF COURSE, INCREASED IMPORTS 
OF GRAINS WILL UNDOUBTEDLY MAKE A REPETITION OF 
THIS PERFORMANCE EXTREMELY DIFFICULT. 

7. THE CAUSE OF THE LARGE INCREASE IN THE SOVIET 
SURPLUS WITH LDC'S, AS SHOWN IN THE TOTAL FOR 
TRADE WITH THIS COUNTRY GROUP, IS HARD TO DISCERN 
FROM THE INDIVIDUAL COUNTRY STATISTICS. THE 
ONLY OUTSTANDING EXAMPLE OF LARGE-SCALE IMPROVEMENT 
IS IRAN, WHERE THE SOVIET SURPLUS INCREASED BY 
R64 MILLION, BUT THERE ARE NUMEROUS EXAMPLES OF 
INCREASES IN SOVIET DEFICITS AS WELL. IT SEEMS TO 
US PROBABLE THAT THE INDIVIDUAL COUNTRY STATISTICS 
DO NOT INCLUDE ALL THE FORMS OF TRADE INCLUDED 
IN THE OVERALL STATISTICS, I.E., MILITARY SHIPMENTS 
PRESUMABLY ARE NOT INCLUDED. 

TOON 
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